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INDEPENDENT AUDITORS’ REPORT

October 28, 2008

Board of Education
Albion Public Schools
Albion, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of ALBION PUBLIC SCHOOLS, as of and for the year ended
June 30, 2008, which collectively comprise the District’s basic financial statements, as listed in the table of
contents. These financial statements are the responsibility of Albion Public School’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund and the aggregate remaining fund
information of Albion Public Schools as of June 30, 2008, and the respective changes in financial position
thereof and the respective budgetary comparison for the general fund for the year then ended in conformity
with accounting principles generally accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated October 28, 2008,
on our consideration of Albion Public Schools’ internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

The Management’s Discussion and Analysis on pages 3-11 is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise Albion Public School’s basic financial statements. The fund financial statements listed in the table
of contents are presented for purposes of additional analysis and are not a required part of the basic financial
statements of Albion Public Schools. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required part of
the basic financial statements of Albion Public Schools. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.
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MANAGEMENT’S DISCUSSION & ANALYSIS

This section of Albion Public Schools’ annual financial report presents our discussion and analysis of
the School District’s financial performance during the year ended June 30, 2008. Please read it in
conjunction with the School District’s financial statements, which immediately follow this section.

Using this Annual Report

This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand Albion Public Schools financially as a whole.
The government-wide financial statements provide information about the activities of the whole
School District, presenting both an aggregate view of the School District’s finances and a longer-term
view of those finances. The fund financial statements provide the next level of detail. For
governmental activities, these statements tell how services were financed in the short term as well as
what remains for future spending. The fund financial statements look at the School District’s
operations in more detail than the government-wide financial statements by providing information
about the School District’s most significant funds — the General Fund and the Capital Projects Fund,
with all other funds presented in one column as nonmajor funds. The remaining statement, the
statement of fiduciary assets and liabilities, presents financial information about activities for which
the School District acts solely as an agent for the benefit of students and parents.

Management’s Discussion and Analysis (MD&A)
(Required Supplemental information)

Basic Financial Statements

Government-wide Financial Statements  Fund Financial Statements
Notes to the Basic Financial Statements

Supplemental Information

Reporting the School District as a Whole — Government-wide Financial Statements

One of the most important questions asked about the School District is, “As a whole, what is the
School District’s financial condition as a result of the year’s activities?” The statement of net assets
and the statement of activities report information on the School District as a whole and its activities in
a way that helps you answer this question. We prepare these statements to include all assets and
liabilities, using the accrual basis of accounting, which is similar to the accounting used by most
private sector companies. All of the current year’s revenues and expenses are taken into account
regardless of when cash is received or paid.



These two statements report the School District’s net assets — the difference between assets and
liabilities, as reported in the statement of net assets — as one way to measure the School District’s
financial health or financial position. Over time, increases or decreases in the School District’s net
assets — as reported in the statement of activities — are indicators of whether its financial health is
improving or deteriorating. The relationship between revenues and expenses is the School District’s
operating results. However, the School District’s goal is to provide services to our students, not to
generate profits as commercial entities do. One must consider many other nonfinancial factors, such as
the quality of the education provided and the safety of the schools, to assess the overall health of the
School District.

The statement of net assets and the statement of activities report the governmental activities for the
School District, which encompass all the School District’s services, including instruction, support
services, community services, athletics, maintenance and food service. Property taxes, unrestricted
state aid (foundation allowance revenue), and state and federal grants finance most of these activities.

Reporting the School District’s Most Significant Fund — Fund Financial Statements

The School District’s fund financial statements provide detailed information about the most significant
funds — not the School District as a whole. Some funds are required to be established by state law and
by bond covenants. However, the School District established many other funds to help it control and
manage money for particular purposes (the Food Service and Athletics Funds are examples) to show
that it is meeting legal responsibilities for using certain taxes, grants, and other money (such as bond-
funded construction funds used for voter-approved capital projects). The governmental funds of the
School District use the following accounting approach:

Governmental funds — All of the School District’s services are reported in governmental funds.
Governmental fund reporting focuses on showing how money flows into and out of funds and the
balances left at year end that are available for spending. They are reported using an accounting method
called modified accrual accounting, which measures cash and all other financial assets that can readily
be converted to cash. The governmental fund statements provide a detailed short-term view of the
operations of the School District and the services it provides. Governmental fund information helps
you determine whether there are more or fewer financial resources that can be spent in the near future
to finance the School District’s programs. We describe the relationship (or differences) between
governmental activities (reported in the statement of net assets and statement of activities) and
governmental funds and in the related reconciliations.



The School District as Trustee — Reporting the School District’s Fiduciary Responsibilities

The School District is the trustee, or fiduciary, for its student activity funds. All of the School District’s
fiduciary activities are reported in a separate statement of fiduciary assets and liabilities. We exclude these
activities from the School District’s other financial statements because the School District cannot use
these assets to finance its operations. The School District is responsible for ensuring that the assets
reported in these funds are used for their intended purposes.

The School District as a Whole

Recall that the statement of net assets provides the perspective of the School District as a whole. Table |
provides a summary of the School District’s net assets as of June 30, 2007 and 2008.

Table | Governmental Activities
2008 2007
(in millions)
Assets

Current And other Assets $ 4.8 5.0
Capital assets 9.8 10.3
Total Assets 14.6 15.3

Liabilities
Current liabilities 1.5 2.1
Long-term liabilities 7.8 7.8
Total Liabilities 9.3 9.9

Net Assets
Invested in property and equip. — Net of related debt 2.3 2.1
Restricted 0.1 0.1
Unrestricted 2.9 3.2
Total net Assets $5.3 $5.4

The above analysis focuses on the net assets (see Table I). The change in net assets (see Table 2) of the
School District’s governmental activities is discussed below. The School District’s net assets were $5.3
million at June 30, 2008. The total capital assets, net of related debt, totaling $2.3 million, compares the
original cost, less depreciation of the School District’s capital assets to long-term debt used to finance the
acquisition of those assets. Most of the debt will be repaid from voter-approved property taxes collected
as the debt service comes due. Restricted net assets, in the amount of $0.1 million, are reported separately
to show legal constraints from debt covenants and enabling legislation that limit the School District’s
ability to use those net assets for day-to-day operations. The remaining amount of net assets, $2.9 million,
was unrestricted.



The $2.9 million in unrestricted net assets of governmental activities represents the accumulated results of
all past years’ operations. The unrestricted net assets balance enables the School District to meet working
capital and cash flow requirements as well as to provide for future uncertainties. The operating results of
the General Fund will have a significant impact on the change in unrestricted net assets from year to year.

The results of this year’s operations for the School District as a whole are reported in the statement of
activities (Table 2), which shows the changes in net assets for fiscal year 2008.

Table 2

Revenue

Program revenue:
Charges for services
Operating grants

General Revenue:
Property taxes
State foundation allowance
Other

Total Revenue

Functions/Program Expenses
Instruction
Support Services
Food Services
Athletics
Interest on long-term debt
Depreciation (unallocated)

Total expenses

Increase (Decrease) in Net Assets

Governmental Activities

2008 2007
(in millions)
$ 01 $0.1
3.4 3.6
2.2 2.2
1.7 8.4
0.2 0.2
13.6 14.5
7.6 7.6
4.4 5.0
0.5 0.5
0.3 0.3
0.3 0.3
0.6 0.6
13.7 14.3
$ (0.1) $ 0.2

As reported in the statement of activities, the cost of all of our governmental activities this year was $13.7
million. Certain activities were partially funded from those who benefited from the programs ($0.1
million) or by other governments and organizations that subsidized certain programs with grants and
contributions ($5.4 million). We paid for the remaining “public benefit” portion of our governmental
activities with $2.2 million in taxes, $7.7 million in state foundation allowance, and with other revenues,

i.e., interest and general entitlements.



The School District’s net assets remained stable with a modest decrease of $.1 million. Unfortunately, the
nominal increase in the State Aid formula was not enough to off set the increase in costs. The Board of
Education decided to take the shortfall from our fund balance.

As discussed above, the net cost shows the financial burden that was placed on the State and the School
District’s taxpayers by each of these functions. Since property taxes for operations and unrestricted state
aid constitute the vast majority of district operating revenue sources, the Board of Education and
administration must annually evaluate the needs of the School District and balance those needs with state-
prescribed available unrestricted resources.

The School District’s Funds

As we noted earlier, the School District uses funds to help it control and manage money for particular
purposes. Looking at funds helps the reader consider whether the School District is being accountable for
the resources taxpayers and others provide to it and may provide more insight into the School District’s
overall financial health.

As the School District completed this year, the governmental funds reported a combined fund balance of
$3.2 million, which is a decrease of $0.3 million from last year. The primary reasons for the decrease are
as follows:

e Major Roof Repair and Replacement
e Implemented All Day Kindergarten
e Reduced Class Size in Kindergarten and First Grade to a 17 to 1 ratio

General Fund balance is available to fund costs related to allowable school operating purposes.

Our Special Revenue Funds showed a net increase of approximately $0.06 million. The School District
continues to work on Maintenance projects as funds become available.

Combined, The Debt Service Funds showed a fund balance increase of approximately $99,000. Millage
rates are determined annually to ensure that the School District accumulates sufficient resources to pay
annual bond issue-related debt service. After the millage rate was set, there was a large Tax Tribunal
settlement which effected revenue in the Debt Service Funds. Durant debt obligations are funded by
annual state appropriations, and no fund balance exists at year end. Debt Service Funds fund balances are
reserved since they can only be used to pay debt service obligations.

Capital Projects Funds will be expended in the near future for such projects as technology upgrades,
window replacements, roof repair and replacement, etc. The board continues working on formulating a
five-year facility improvement plan.



General Fund Budgetary Highlights

Over the course of the year, the School District revises its budget as it attempts to deal with unexpected
changes in revenues and expenditures. State law requires that the budget be amended to ensure that
expenditures do not exceed appropriations. The final amendment to the budget was actually adopted just
before year end. A schedule showing the School District’s original and final budget amounts compared
with amounts actually paid and received is provided in the required supplemental information of these
financial statements.

There were significant revisions made to the 2007-2008 General Fund original budget. At the time the
original budget is adopted, student enrollment and State Aid Foundation is not known. Budgeted revenues
were increased $227,000 due to Federal carryover dollars.

Budgeted expenditures were also increased by $561,000. This was due to the addition of full day
kindergarten and keeping first grade ratio to 17 to 1. The amount of transfers to other funds established in
the amended budget was $.4 million and represents support provided by the General Fund to other
functions.

There were no significant variances between the final budget and actual amounts.

Capital Assets and Debt Administration

Capital Assets

As of June 30, 2008 the School District had $10.3 million invested in a broad range of capital assets,
including land, buildings, vehicles, furniture, and equipment.

2008 2007
Land $ 20,000 $ 20,000
Buildings and building improvements 17,738,672 17,637,525
Buses and other vehicles 1,129,390 1,124,092
Furniture and equipment 1,910,053 1,895,533
Total Capital Assets $ 20,798,115 20,677,150

This year’s addition of $120,965 included equipment and building renovations.

There are no major projects planned for the 2008-2009 fiscal year. We plan to continue to repair and
replace some roofs and keep all of our buildings in the best shape possible.



Debt

At the end of this year, the School District had $6.9 million in bonds outstanding, which is an decrease of
$.5 million. Those bonds consisted of the following:

2008 2007
General obligation bonds $6,949,929 $ 7,449,929

The school district’s general obligation bond rating is A+. The state limits the amount of general
obligation debt that schools can issue to 15 percent of the assessed value of all taxable property within the
School District’s boundaries. If the School District issued “qualified debt,” i.e., debt backed by the State
of Michigan, such obligations are not subject to this debt limit.

Economic factors and Next Year’s Budgets and Rates

Our elected officials and administration consider many factors when setting the School District’s 2009
fiscal year budget. One of the most important factors affecting the budget is our student count. The state
foundation revenue is determined by multiplying the blended student count by the foundation allowance
per pupil. The blended count for the 2009 fiscal year is expected to be 25 percent and 75 percent of the
February 2008 and September 2008 student counts, respectively. The 2008-2009 budget was adopted in
June 2008, based on an estimate of students that will be enrolled in September 2008. Approximately 80
percent of total General Fund revenue is from the foundation allowance. Under state law, the School
District cannot assess additional property tax revenue for general operations. As a result, district funding
is heavily dependent on the State’s ability to fund local school operations. Based on early enrollment data
at the start of the 2008-2009 school year, we anticipate that the fall student count and related per pupil
funding ware validated, state law requires the School District to amend the budget if actual School
District resources are not sufficient to fund original appropriations.

The Albion Public School system is on the move in the right direction. Our School District is a melting
pot of success stories. Albion is a school district that has made Adequate Yearly Progress. Our MEAP
scores are on the rise and our students are achieving on all levels. We strive hard to get parents involved
and participate. We opened a parent center in the Middle School. We have also opened a Wildcat
Wellness Center at the High School. This enables us to assist parents and students with the academic as
well as social challenges that they are currently facing.

We are strong supporters of professional development of our staff. 100% of our teaching staff is highly
qualified in their field. Continuing education is always encouraged and supported from the highest level
of our organization. We are a district that holds everyone accountable with high expectations.

Albion Public Schools’ main goal is student achievement and performance. Our children are our most
precious assets. Each one of our schools, Harrington Elementary, Washington Gardner Elementary,
Washington Gardner Middle, and Albion High School has a story of success. The following is just a brief
snapshot of their individual stories.



Harrington Elementary School’s high achieving student and innovative programs in and out of the
classroom make it one of the crown jewels of the Albion Public Schools system. Over 60 percent of first
graders and 76 percent of second graders were reading at or above grade level in June 2004. The school’s
staff is highly qualified. Three-quarters of the school’s professional staff hold master’s degrees or higher.
The academic staff has a combined 526 years of experience as educators. Harrington maintains aggressive
programs that focus on literacy and childhood development. During the Forks Reading Program last year,
Harington children read more than 8,000 books. The school cherishes its partnership with Albion College,
Kids N Stuff, and Albion District Library. Harrington Elementary had an Annual Grandparents Day
which is very well received and attended.

Washington Gardner Elementary — As a school housing grades 3 through 6, Washington Gardner
Elementary focuses on the needs and progress of that age group in order to develop goals and strategies
pertinent for third, fourth, and fifth graders. Washington Gardner Elementary made AYP for the past five
years. To demonstrate belief in that high school performance is a shared responsibility by parents, the
members of the Albion Public Schools’ school improvement team has developed a school/parent council.
The school has written, assessed, and taught curriculum aligned with the Michigan Curriculum
Framework in all four core content areas. WGE also cherishes its partnership with Albion College, Kids
N Stuff and Albion District Library.

Washington Gardner Middle School is a school on the move. It was one of four schools in Calhoun
County selected through an application process to work with CISD School Improvement consultants. The
school is a pioneer of the Integrated Academic Class, a program that weaves economics, language arts,
and civics into one program. Three years ago the school introduced into the 6™ grade the Big Block
Concept. The concept fuses reading and English and is a great tool for boosting literacy. The school also
has a ‘After School” program designed to give students extra help in areas of their needs. Students at
Washington Gardner also participates in a mentoring program that matches middle school students with
students at Albion College.

Albion High School’s priority is and always will be improving our students’ performance in the
classroom and on standardized testing. They have also selected a series of goals designed to promote
personal responsibility and responsible decision-making. There is strong parent involvement in athletic
boosters, band boosters, and for extracurricular activities. Advanced Placement courses are currently
being offered at the high school for high achieving students. Students also have the choice of attending
some classes at Albion College, Kellogg Community College, Jackson Community College and the
Calhoun County Math and Science Center through the dual enrollment program. Transportation is
provided to the Calhoun County Math and Science Center and Kellogg Community College.

Currently, AHS is working under the Outcomes process in our continuing cycle of school improvement
through the North Central Association accreditation service. Results from the standardized testing indicate
areas of improvement and target goals are identified. These goals, in turn become part of our School
Improvement Goals. We have also partnered with the Michigan Collation of Essential Schools for
continued professional development of all staff.

-10-



The School District has experienced a decline in pupil enrollment since 1969. Enrollment has declined by
approximately 100 students in each of the past six school years. While a portion of the decline is
attributed to schools of choice, the majority of the reduction is due to the declining economic environment
and loss of jobs in the Albion area.

Since the School District’s revenue is heavily dependent on state funding and the health of the State’s
School Aid Fund, the actual revenue received depends on the State’s ability to collect revenues to fund its
appropriation to school districts. The State periodically holds a revenue-estimating conference to estimate
revenues. Based on the results of the most recent conference, the State estimates funds are sufficient to
fund the appropriation at a slight increase from last year. Unless some new revenue can be found, the new
appropriation would not keep pace with inflation.

The School District currently has all labor contracts in place for the next fiscal year.
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BASIC FINANCIAL STATEMENTS



GOVERNMENT-WIDE FINANCIAL STATEMENTS



ALBION PUBLIC SCHOOLS
Statement of Net Assets
June 30, 2008

Assets
Cash and cash equivalents
Investments
Receivables
Prepaids and other items
Capital assets, not being depreciated
Capital assets being depreciated, net

Total assets

Liabilities
Accounts payable and accrued liabilities
Unearned revenue
Long-term liabilities:
Due within one year
Due in more than one year

Total liabilities
Net assets
Invested in capital assets, net of related debt
Restricted for debt service

Unrestricted

Total net assets

The accompanying notes are an integral part of these basic financial statements.
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Governmental
Activities

$ 1,740,638
620,975
2,392,247
45,617

20,000
9,824,681

14,644,158

1,402,097
147,733

738,281
7,092,698

9,380,809

2,258,353
136,177
2,868,819

$ 5,263,349




ALBION PUBLIC SCHOOLS
Statement of Activities
For the Year Ended June 30, 2008

Program Revenues

Operating
Charges Grants and Net (Expense)
Functions / Programs Expenses for Services Contributions Revenue
Governmental activities:
Instruction $ 7,478,390 $ - $ 2,870,875 $ (4,607,515)
Support services 4,440,143 - 25,986 (4,414,157)
Food services 535,925 98,364 461,456 23,895
Athletics 274,905 28,667 - (246,238)
Community services 101,320 - - (101,320)
Interest on long-term debt 307,205 - - (307,205)
Unallocated depreciation 589,720 - - (589,720)
Total $ 13,727,608 $ 127,031 $ 3,358,317 (10,242,260)
General revenues:
Property taxes 2,185,911
Unrestricted state aid 7,610,499
Grants and contributions not restricted
to specific programs 63,054
Unrestricted investment earnings 224,833
Total general revenues 10,084,297
Change in net assets (157,963)
Net assets, beginning of year 5,421,312
Net assets, end of year $ 5,263,349

The accompanying notes are an integral part of these basic financial statements.
-13-



FUND FINANCIAL STATEMENTS



ALBION PUBLIC SCHOOLS
Balance Sheet
Governmental Funds
June 30, 2008

Nonmajor Total
Capital Governmental  Governmental
General Projects Funds Funds
ASSETS
Assets
Cash and cash equivalents $ 841,917 3 628,253 $ 270,468 $ 1,740,638
Investments - 620,975 - 620,975
Receivables 2,250,492 912 140,843 2,392,247
Due from other funds 76,579 - 78,353 154,932
Inventories 32,589 - 5,301 37,890
Prepaid items 7,727 - - 7,727
TOTAL ASSETS $ 3,209,304 $ 1,250,140 $ 494,965 $ 4,954,409
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable $ 317,641 $ - $ - $ 317,641
Accrued payroll and other liabilities 1,003,680 - - 1,003,680
Due to other funds 78,353 - 76,579 154,932
Due to other governments 21,772 - 4,458 26,230
Deferred revenue 147,733 - 139,929 287,662
Total liabilities 1,569,179 - 220,966 1,790,145
Fund balances
Reserved for inventories 32,589 - 5,301 37,890
Reserved for prepaid items 7,727 - - 7,727
Unreserved, designated for:
Unemployement 100,000 - - 100,000
Asbestos removal 100,000 - - 100,000
Technology 300,000 - - 300,000
Energy conservation/construction 100,000 - - 100,000
Unreserved, undesignated, reported in:
General Fund 999,809 - - 999,809
Special revenue funds - - 77,975 77,975
Debt service funds - - 190,723 190,723
Capital project funds - 1,250,140 - 1,250,140
Total fund balances 1,640,125 1,250,140 273,999 3,164,264
TOTAL LIABILITIES
AND FUND BALANCES $ 3,209,304 $ 1,250,140 $ 494,965 $ 4,954,409

The accompanying notes are an integral part of these basic financial statements.
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ALBION PUBLIC SCHOOLS

Reconciliation of Fund Balances on the Balance Sheet
for Governmental Funds to Net Assets of
Governmental Activities on the Statement of Net Assets
June 30, 2008

Fund balances - total governmental funds $ 3,164,264
Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and therefore are not reported in the
funds.

Add: capital assets not being depreciated 20,000
Add: capital assets being depreciated 20,778,115
Deduct: accumulated depreciation (10,953,434)

Because the focus of governmental funds is on short-term financing, some assets will not be available to pay for
current-period expenditures. Those assets (such as certain receivables) are offset by deferred revenues in the
governmental funds, and thus are not included in fund balance.
Add: deferred revenue for the Durant receivable from MDE 139,929

Certain liabilities, such as bonds payable, are not due and payable in the current period and therefore are not
reported in the funds.

Deduct: bonds and notes payable (7,545,907)
Deduct: early retirement payable (104,762)
Deduct: accrued interest on bonds payable (54,546)
Deduct: unamortized bond premiums (180,310)
Net assets of governmental activities $ 5,263,349

The accompanying notes are an integral part of these basic financial statements.
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ALBION PUBLIC SCHOOLS
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2008

Nonmajor Total
Capital Governmental  Governmental
General Projects Funds Funds
Revenues
Local sources $ 1,611,332 $ 47,347 $ 942,150 $ 2,600,829
State sources 8,976,807 - 35,440 9,012,247
Federal sources 1,022,571 - 426,016 1,448,587
Interdistrict sources 542,123 - - 542,123
Total revenue 12,152,833 47,347 1,403,606 13,603,786
Expenditures
Current:
Instruction 7,578,163 - - 7,578,163
Support services 4,422,134 - - 4,422,134
Community services 101,320 - - 101,320
Food services - - 535,925 535,925
Athletics - - 274,905 274,905
Maintenance - - 116,587 116,587
Debt service:
Principal 44,345 87,000 460,000 591,345
Interest and fiscal charges 9,122 60,532 256,438 326,092
Capital outlay - 22,387 - 22,387
Total expenditures 12,155,084 169,919 1,643,855 13,968,858
Revenues under expenditures (2,251) (122,572) (240,249) (365,072)
Other financing sources (uses)
Transfers in - - 396,238 396,238
Transfers out (396,238) - - (396,238)
Total other financing sources (uses) (396,238) - 396,238 -
Net change in
fund balances (398,489) (122,572) 155,989 (365,072)
Fund balances, beginning of year 2,038,614 1,372,712 118,010 3,529,336
Fund balances, end of year $ 1,640,125 $ 1,250,140 $ 273,999 $ 3,164,264

The accompanying notes are an integral part of these basic financial statements.
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ALBION PUBLIC SCHOOLS
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Year Ended June 30, 2008

Net change in fund balances - total governmental funds $ (365,072)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of activities, the cost

those assets is allocated over their estimated useful lives and reported as depreciation expense.
Add: capital outlay 120,965
Deduct: depreciation expense (589,720)

The receipt of a long-term receivable represents revenue in the fund financial statements, but is reported as a
reduction of the receivable in the statement of activities.
Deduct: payments received on long-term Durant receivables (34,141)

Bond proceeds provide current financial resources to governmental funds in the period issued, but issuing
bonds increases long-term liabilities in the statement of net assets. Repayment of bond principal is an
expenditure in the governmental funds, but the repayment reduces long-term liabilities in the statement of net
assets.
Add: principal payments on long-term liabilities 591,345

Some expenses reported in the statement of activities do not require the use of current financial resources and
therefore are not reported as expenditures in the funds.

Add: decrease in accrued interest payable on bonds 5,017
Add: amortization of bond premiums 13,870
Add: decrease in the accrual for early retirement payable 99,773
Change in net assets of governmental activities $ (157,963)

The accompanying notes are an integral part of these basic financial statements.
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ALBION PUBLIC SCHOOLS
Statement of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual - General Fund
For the Year Ended June 30, 2008

Budget Over
(Under)
Original Final Actual Final Budget
Revenues
Local source $ 1,697,149 $ 1,624,467 $ 1,611,332 $ (13,135)
State sources 8,794,929 9,002,606 8,976,807 (25,799)
Federal sources 1,041,997 1,171,105 1,022,571 (148,534)
Interdistrict sources 614,445 577,148 542,123 (35,025)
Total revenue 12,148,520 12,375,326 12,152,833 (222,493)
Expenditures
Instruction
Basic programs 5,540,618 5,773,351 5,738,816 (34,535)
Special education 1,329,940 1,284,086 1,220,693 (63,393)
Compensatory education 576,352 740,034 618,654 (121,380)
Total instruction 7,446,910 7,797,471 7,578,163 (219,308)
Supporting services
Pupil 526,069 575,371 538,596 (36,775)
Instructional staff 302,437 398,114 310,537 (87,577)
General Administration 377,956 388,940 379,134 (9,806)
School administration 901,890 965,771 927,683 (38,088)
Business 181,757 186,975 168,847 (18,128)
Operations and maintenance 1,410,753 1,405,282 1,309,460 (95,822)
Transportation 614,870 594,465 579,528 (14,937)
Central support 197,827 209,074 208,349 (725)
Total supporting services 4,513,559 4,723,992 4,422,134 (301,858)
Community service 111,979 111,679 101,320 (10,359)
Payments to other public schools - - - -
Debt service
Principal 53,467 53,467 44,345 (9,122)
Interest - - 9,122 9,122
Total debt service 53,467 53,467 53,467 -
Total expenditures 12,125,915 12,686,609 12,155,084 (531,525)
Revenues over (under) 22,605 (311,283) (2,251) 309,032
expenditures
Other financing uses
Transfers out (410,141) (410,141) (396,238) 13,903
Net changes in fund balance (387,536) (721,424) (398,489) 322,935
Fund balance, beginning of year 2,038,614 2,038,614 2,038,614 -
Fund balance, end of year $ 1,651,078 $ 1,317,190 $ 1,640,125 $ 322,935

The accompanying notes are an integral part of these basic financial statements.
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Assets
Cash

Liabilities
Due to student groups
Accounts payable

Total liabilities

The accompanying notes are an integral part of these basic financial statements.

ALBION PUBLIC SCHOOLS

Statement of Fiduciary Assets and Liabilities
Agency Fund
June 30, 2008
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ALBION PUBLIC SCHOOLS

Notes to the Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting entity

Albion Public Schools (the “District”) has followed the guidelines of the Governmental
Accounting Standards Board’s Statement No. 14 and has determined that no entities should be
consolidated into its basic financial statements as component units. Therefore, the reporting
entity consists of the primary government financial statements only. The criteria for including a
component unit include significant operational or financial relationships with the District.

Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the non-fiduciary activities of the primary government.
For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support. The District had no business-type activities during the
year ended June 30, 2008.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment.
Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual
governmental funds are reported as separate columns in the fund financial statements.

Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting as are the fiduciary fund financial
statements, except for agency funds, which do not have a measurement focus. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for which
they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.
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ALBION PUBLIC SCHOOLS

Notes to the Financial Statements

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period or within one year for
expenditure-driven grants. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as well as expenditures related
to compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, grant revenue and interest revenue earned within the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the government.

The District reports the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund.

The capital projects fund is used to account for financial resources to be used for the
acquisition or construction of major capital facilities, major remodeling and improvements

Additionally, the District reports the following fund types:

Special revenue funds are used to account for the proceeds of specific revenue sources (other
than major capital projects) that are legally restricted to expenditures for specified purposes,
where there is a need to determine the results of operations.

The debt service funds account for the retirement of long-term debt, which is financed
through property taxes.

The agency fund accounts for assets held for other groups and organizations and is custodial
in nature.

Private-sector standards of accounting and financial reporting issued prior to
December 1, 1989, generally are followed in the government-wide financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board.

When both restricted and unrestricted resources are available for use, it is the government’s
policy to use restricted resources first, then unrestricted resources as they are needed.
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ALBION PUBLIC SCHOOLS

Notes to the Financial Statements

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital
grants and contributions. Internally dedicated resources are reported as general revenues rather
than as program revenues. Likewise, general revenues include all taxes.

The effect of interfund activity has been eliminated from the government-wide financial
statements.

D. Assets, liabilities and equity

1.

Deposits and investments

The District’s cash and investments are considered to be cash on hand, demand deposits
and short-term investments with original maturities of three months or less from the date of
acquisition.

Investments are reported at fair value.

Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due to/from other funds”
(i.e., the current portion of interfund loans) or *“advances to/from other funds” (i.e., the
non-current portion of interfund loans).

Inventory and prepaid items

Inventory is valued at the lower of cost (first-in, first-out) or market. Inventory in the
General Fund and Food Service Funds consists of expendable supplies held for
consumption. The cost is recorded as an expenditure when consumed rather than when
purchased. Reported inventories are equally offset by a fund balance reserve which
indicates that they do not constitute “available spendable resources” even though they are a
component of net current assets.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Capital assets

Capital assets, which include property and equipment, are reported in the governmental
activities column in the government-wide financial statements. Capital assets are defined
by the government as assets with an initial, individual cost of more than $5,000 and an
estimated useful life in excess of five years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair value at the date of donation.
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Notes to the Financial Statements

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Capital assets of the primary government are depreciated using the straight
line method over the following estimated useful lives:

Assets Years
Buildings and improvements 25-50
Vehicles 7-10

Equipment 5-25

Compensated absences

It is the District’s policy to not permit employees to accumulate earned but unused
vacation and sick pay benefits.

Long-term obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the governmental activities statement of the net
assets. In accordance with GASB No. 34, the financial statements do not reflect future
debt taxes, which will service the bonded long-term debt obligations.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.

Fund equity
In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside

parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

-23-



ALBION PUBLIC SCHOOLS

Notes to the Financial Statements

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Budgetary information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
for the general and special revenue funds. All annual appropriations lapse at fiscal year end.

The General and Special Revenue funds are under formal budgetary control. Budgets shown in
the financial statements are adopted on a basis consistent with generally accepted accounting
principles (GAAP), and are not significantly different from the modified accrual basis used to
reflect actual results, and consist only of those amounts contained in the formal budget as
originally adopted or as amended by the Board of Education. The budgets for the General and
Special Revenue Funds are adopted on a functional basis.

DETAILED NOTES ON ALL FUNDS
A. Deposits and investments

A reconciliation of cash and cash equivalents as shown on the Statement of Net Assets and
Statement of Fiduciary Net Asset follows:

Statement of Net Assets:

Cash and cash equivalents $ 1,740,638
Investments 620,975
Statement of Fiduciary Net Assets:

Agency Fund:
Cash and cash equivalents 123,707
$ 2,485,320
Bank deposits $ 33,064
Investments in securities, mutual funds, and similar vehicles 2,452,256

2,485,32
Statutory Authority

State statutes authorize the District to deposit and invest in:

a. Bonds, bills, or notes of the United States; obligations, the principal and interest of which
are fully guaranteed by the United States; or obligations of the State. In a primary or
fourth class school district, the bonds, bills, or notes shall be payable at the option of the
holder upon not more than 90 days notice or, if not so payable, shall have maturity dates
not more than 5 years after the purchase dates.
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Notes to the Financial Statements

b. Certificates of deposit insured by a State or national bank, savings accounts of a state or
federal savings and loan association, or certificates of deposit or share certificates of a
state or federal credit union organized and authorized to operate in this State.

c. Commercial paper rated prime at the time of purchase and maturing not more than 270
days after the date of purchase.

d. Securities issued or guaranteed by agencies or instrumentalities of the United States
government or federal agency obligation repurchase agreements, and bankers’ acceptance
issued by a bank that is a member of the federal deposit insurance corporation.

e. Mutual funds composed entirely of investment vehicles that are legal for direct
investment by a school district.

f.  Investment pools, as authorized by the surplus funds investment pool act, composed
entirely of instruments that are legal for direct investment by a school district.

The District’s investment policy allows for all of these types of investments.

The District chooses to disclose its investments by specifically identifying each. At June 30,
2008, the District had the following investments.

Investment Maturity Fair Value Rating

Commercial Paper n/a $ 620,975 S&P A-

Michigan Liquid Asset Fund n/a 1,831,281 S&P - AAAmM
$ 2452256

Investment and deposit risk

Interest Rate Risk. State law limits the allowable investments and the maturities of some of
the allowable investments as identified in list of authorized investments above. The District’s
investment policy does not have specific limits in excess of state law on investment maturities
as a means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk. State law limits investments to specific government securities, certificates of
deposits and bank accounts with qualified financial institutions, commercial paper with
specific maximum maturities and ratings when purchased, bankers acceptances of specific
financial institutions, qualified mutual funds and qualified external investment pools as
identified in the list of authorized investments above. The District’s investment policy does
not have specific limits in excess of state law on investment credit risk. The ratings for each
investment are identified above for investments held at year end.
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Notes to the Financial Statements

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank
failure, the District’s deposits may not be returned. State law does not require and the District
does not have a policy for deposit custodial credit risk. As of year end, all of the District’s
bank balance of $92,788 was entirely insured by the F.D.I.C.

Custodial Credit Risk — Investments. For an investment, custodial credit risk is the risk that, in
the event of the failure of the counterparty, the District will not be able to recover the value of
its investments or collateral securities that are in the possession of an outside party. State law
does not require and the District does not have a policy for investment custodial credit risk. On
the investments listed above, there is no custodial credit risk as these investments are
uncategorized as to risk.

Concentration of Credit Risk. State law limits allowable investments but does not limit
concentration of credit risk as identified in the list of authorized investments above. The
District’s investment policy does not have specific limits in excess of state law on
concentration of credit risk. All investments held at year end are reported above.

B. Receivables

Receivables as of year end for the District’s individual major funds and nonmajor funds in the
aggregate, are as follows:

Amounts Not
Expected to

be Collected
General Capital Nonmajor Within
Fund Projects Fund Funds Total One Year
Receivables:
Accounts $ 461 $ 912 $ 914 % 2,287 $ -
Intergovernmental 2,250,031 - - 2,250,031 -
Durant settlement - 139,929 139,929 120,929

2,250,492 $ 912 $ 140,843 $ 2,392,247 120,92
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C. Capital assets

Capital assets activity for the year ended June 30, 2008 was as follows:

Beginning Ending
Balance Increases Balance

Governmental activities
Capital assets not being depreciated:

Land $ 20,000 $ - $ - 3 20,000
Capital assets being depreciated:

Buildings and improvements 17,637,525 101,147 - 17,738,672

Vehicles 1,124,092 5,298 - 1,129,390

Equipment 1,895,533 14,520 - 1,910,053
Total capital assets being

depreciated 20,657,150 120,965 - 20,778,115
Less accumulated depreciation for:

Buildings and improvements 7,833,161 510,050 - 8,343,211

Vehicles 805,973 53,025 - 858,998

Equipment 1,724,580 26,645 - 1,751,225
Total accumulated depreciation 10,363,714 589,720 - 10,953,434
Total capital assets being

depreciated, net 10,293,436 (468,755) - 9,824,681
Governmental activities

capital assets, net $ 10,313,436 $ (468,755) 3 - $ 9,844,681

Depreciation expense of $589,720 was charged to function “unallocated depreciation” and was
not allocated to other functions.
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Payables

Accounts payable and accrued liabilities as of year end for the District’s individual major
funds and nonmajor funds in the aggregate, are as follows:

Nonmajor
General Funds Total
Fund Financial Statements:
Accounts payable $ 317641 $ - $ 317,641
Accrued payroll and other liabilities 1,003,680 - 1,003,680
Due to other governments 21,772 4,458 26,230

$ 1,343,093 $ 4,458 1,347,551

District-Wide Financial Statements:
Accrued interest on long-term debt 54,546

1,402,097
Interfund receivables, payables and transfers

At June 30, 2008, interfund receivables and payables consisted of the following:

Due From Due To
General Fund $ 76579 $ 78,353
Nonmajor governmental funds 78,353 76,579

$ 154932 $ 154,932

The District reports interfund balances between its funds. The sum of all balances presented in
the table above agrees with the sum of interfund balances presented in the statements of net
assets/balance sheet for the governmental funds. These interfund balances resulted primarily
from the time lag between the dates that (1) interfund goods and services are provided or
reimbursable expenditures occur, (2) transactions are recorded in the accounting system, and
(3) payments between funds are made.

Transfers are used to: (1) move revenues from the fund that is required to collect them to the
fund that is required or allowed to expend them; (2) move receipts restricted to or allowed for
debt service from the funds collecting the receipts to the debt service fund as debt service
payments become due; and (3) use unrestricted revenues collected in the general fund to
finance various programs accounted for in other funds in accordance with budgetary
authorizations.

For the year ended June 30, 2008, the General Fund transferred $396,238 to nonmajor
governmental funds to subsidize the athletic programs and maintenance operations.
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*

Long-term debt

The following is a summary of long-term debt transactions of the District for the year ended

June 30, 2008:

Beginning

Balance Additions Reductions

Ending  Due Within
Balance One Year

Governmental activities:
General obligation bonds $ 7,449,929 $

$ 500,000

$ 6,949,929 $ 524,000

Other installment debt 687,323 - 91,345 595,978 95,649
Early retirement payable 204,535 - 99,773 104,762 104,762
Unamortized bond

premium 194,180 - 13,870 180,310 13,870

$853597$ - $ 704988 $7.830979 $ 738281

Long-term debt at June 30, 2008, consists of the following:
General obligation bonds:

$7,400,000 2005 Bonds, due in annual installments
of $450,000 to $465,000 through May 1, 2021, interest
at 2.50% - 4.75%

$860,000 2006 Energy Conservation Bonds, due in annual
installments of $40,000 to $80,000 through May 1, 2021;
interest at 4.35%

$341,406 1998 Durant School Improvement Bonds, due in

annual installments of $17,308 to $22,884 through 2013;
interest at 4.8%

Total general obligation bonds payable

$ 6,030,000

780,000

139,929

$ 6,949,929

The Durant School Improvement Bonds are serviced from funds made available to Michigan
School Districts by an annual appropriation by the Michigan State Legislature. If the
Legislature does not appropriate the funding required, the District is not liable to pay the

debt service.
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Other installment debt:

$181,050 2006 Notes Payable for the purchase of school buses
due in annual installments of $36,210;
through July 15, 2010; interest at 3.95% $ 97,956

$69,027 2006 Note Payable for the purchase of school buses,
due in annual installments of $17,257 through July 3, 2009;
interest at 7.9% 32,022

$550,000 2006 Notes Payable to finance school improvements,
due in annual installments of $15,000 to $35,000;

through June 1, 2016 interest at 4.89% 466,000
Total other installment debt $ 595,978

During the year ended June 30, 2006, the District entered into early retirement incentive
program contracts in the amount of $374,077. Program payments are due in annual installments
of $110,000 through August 1, 2008. The present value of the remaining balance on such
contracts at June 30, 2008 was $104,762.

Annual debt service requirements to maturity for general obligation bonds and other
installment debt are as follows:

Principal Interest Total
2009 $ 619,649 $ 310,335 $ 929,984
2010 660,309 301,443 961,752
2011 619,221 262,427 881,648
2012 593,844 236,353 830,197
2013 601,884 211,726 813,610
2014-2018 2,831,000 675,357 3,506,357
2019-2021 1,620,000 132,775 1,752,775

$ 7,545,907 $ 2,130,416 $ 9,676,323
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V.

OTHER INFORMATION

A.

Risk management

The District is exposed to various risks of loss related to property loss, torts, errors and
omissions, employee injuries (workers’ compensation), as well as medical benefits provided to
employees. The District has purchased commercial insurance for general liability, property and
casualty and health claims and participates in the MASB/SET-SEG (risk pool) for claims
relating to employee injuries/workers’ compensation. Settled claims relating to the commercial
insurance have not exceeded the amount of insurance coverage in any of the past three fiscal
years.

The shared-risk pool program in which the District participates operates as a common risk-
sharing management program for school districts in Michigan; member premiums are used to
purchase commercial excess insurance coverage and to pay member claims in excess of
deductible amounts.

Contingent Liabilities

The District is a defendant in a grievance filed by a member of one of its bargaining units.
Although the outcome of this grievance is not presently determinable, it is the opinion of the
District’s counsel that resolution of this matter will not have a material adverse effect on the
financial condition of the District.

Defined benefit pension plan

Plan Description

The Albion Public Schools contributes to the Michigan Public School Employees Retirement
System (MPSERS), a cost-sharing multiple-employer defined benefit pension plan
administered by the State of Michigan Department of Management and Budget, Office of
Retirement Systems. MPSERS provides retirement, survivor and disability benefits, and death
benefits to plan members and beneficiaries. Benefit provisions are established and must be
amended by state statute.

The Office of Retirement Systems issues a publicly available financial report that includes
financial statements and required supplementary information for MPSERS. That report may be
obtained by writing to Michigan Public School Employees Retirement System, 7150 Harris
Drive, P.O. Box 30171, Lansing, Michigan, 48909 or by calling 1-800-381-5111.

-31-



ALBION PUBLIC SCHOOLS

Notes to the Financial Statements

Funding Policy

Member Investment Plan (MIP) members enrolled in MIP prior to January 1, 1990 contribute
at a permanently fixed rate of 3.9% of gross wages. Members first hired January 1, 1990 or
later contribute at the following graduated permanently fixed contribution rate: 3% of the first
$5,000; 3.6% of $5,001 through $15,000; 4.3% of all wages over $15,000. Basic Plan
members make no contributions. The Albion Public Schools is required to contribute the full
actuarial funding contribution amount to fund pension benefits, plus an additional amount to
fund retiree health care benefits on a cash disbursement basis.

The current rate is 16.72% of annual covered payroll. The contribution requirements of plan
members and the Albion Public Schools are established by Michigan State statute and may be
amended only by action of the State Legislature. The School District’s contributions to
MPSERS for the years ended June 30, 2008, 2007 and 2006 were $1,092,414, $1,155,432, and
$1,420,000, respectively, equal to the required contributions for each year.

Other Postemployment Benefits

Retirees have the option of health coverage which is funded on a cash disbursement basis by
the employers. The State of Michigan has contracted to provide the comprehensive group
medical, hearing, dental and vision coverages for retirees and beneficiaries. All health care
benefits are on a self-funded basis. A significant portion of the premium is paid by MPSERS
with the balance deducted from the monthly pension.

Pension recipients are eligible for fully paid Master Health Plan coverage and 90% paid
Dental Plan, Vision Plan and Hearing Plan coverage with the following exceptions:

1. Retirees not yet eligible for Medicare coverage pay an amount equal to the Medicare Part
B premiums.

2. Retirees with less than 30 years of service, who terminate employment after October 31,
1980 with the vested deferred benefits, are eligible for partially employer paid health
benefit coverage (no payment if less than 21 years of service).

* Kk Kk Kk k
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ALBION PUBLIC SCHOOLS
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2008

ASSETS

Assets
Cash and investments
Accounts receivable
Due from other funds
Inventories

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

Liabilities
Due to other funds
Due to other governments
Deferred revenue

Total liabilities
Fund Balances
Reserved for inventories
Unreserved, undesignated (deficit)

Total fund balances

TOTAL LIABILITIES
AND FUND BALANCES

Special Revenue Funds

Food Services

Athletics

Maintenance

$ 75287  $ $ -
914 ]

- 78,353

5,301 -

$ 81502  $ $ 78,353
$ 76579  $ $ -
76,579 -

5,301 -

(378) 78,353

4,923 78,353

$ 81502  $ $ 78,353

-33-



Debt Service Fund Total
Nonmajor

2005 Bond Governmental

Durant Issue Funds
- $ 195,181 $ 270,468
139,929 - 140,843
- - 78,353
- - 5,301
139,929 $ 195,181 $ 494,965
- $ - $ 76,579
- 4,458 4,458
139,929 - 139,929
139,929 4,458 220,966
- - 5,301
- 190,723 268,698
- 190,723 273,999
139,929 $ 195,181 $ 494,965
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Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
Nonmajor Governmental Funds

For the Year Ended June 30, 2008

Special Revenue Funds

Food Services Athletics Maintenance
Revenues
Local $ 98,364 $ 28,667 -
State 35,440 - -
Federal 426,016 - -
Total revenue 559,820 28,667 -
Expenditures
Food services 535,925 - -
Athletics - 274,905 -
Maintenance - - 116,587
Debt service:
Principal - - -
Interest and fiscal charges - - -
Total expenditures 535,925 274,905 116,587
Revenues over (under) expenditures 23,895 (246,238) (116,587)
Other financing sources (uses)
Transfers in - 246,238 150,000
Net change in fund balances 23,895 - 33,413
Fund balances (deficit), beginning of year (18,972) - 44,940
Fund balances, end of year $ 4,923 $ - 78,353
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Debt Service Fund Total
Nonmajor
2005 Bond Governmental
Durant Issue Funds
$ 815,119 $ 942,150
- 35,440
- 426,016
815,119 1,403,606
- 535,925
- 274,905
- 116,587
460,000 460,000
256,438 256,438
716,438 1,643,855
98,681 (240,249)
- 396,238
98,681 155,989
92,042 118,010
$ 190,723 $ 273,999
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Albion Public Schools
Schedule of Expenditures of Federal Awards
For Fiscal Year Ended June 30, 2008

Accrued Federal Funds/ Accrued
Approved (Deferred) Payments (Deferred)
Grantor CFDA Awards Revenue at In-Kind Revenue at
Program Title/Project Number Subrecipient Name Number Number Amount July 1, 2007 Received Expenditures June 30, 2008
U.S. Department of Agriculture
Direct Program:
Food Distribution
Entitlement Commodities 10.550 $ 26,216 $ - 26,248  $ 26,248 -
Passed through Michigan Department of Education:
National School Breakfast 071970 10.553 12,854 - 12,854 12,854 -
National School Breakfast 081970 10.553 103,518 - 103,518 103,518 -
- 116,372 116,372 -
National School Lunch Sec. 4 - All Lunches 071950 10.555 3,686 - 3,869 3,869 -
National School Lunch Sec. 4 - All Lunches 071960 10.555 29,304 - 29,304 29,304 -
National School Lunch Sec. 11- Free & Reduced 081950 10.555 29,484 - 29,484 29,484 -
National School Lunch Sec. 11- Free & Reduced 081960 10.555 220,127 - 220,127 220,127 -
National School Snacks 081980 10.555 612 612 612
- 283,396 283,396 -
Total U.S. Department of Agriculture - 426,016 426,016 -
U.S. Department of Education
Passed through Michigan Department of Education:
Title | - 2007/2008 Regular 081530-0708  84.010 956,662 150,051 589,136 747,966 308,881
Title 11, Part D - 2007/2008 Regular 084290-0708  84.318 8,141 - 5,331 7,795 2,464
Title 1, Part A - 2007/2008 Regular 080520-0708  84.367 254,822 61,963 87,381 203,107 177,689
Title V - 2007/2008 Regular 080250-0708  84.298 4,547 - 4,547 4,547 -
Comprehensive School Reform Demonstration 061870-0607  84.332A (19,025) 30,790 49,815 -
Total passed through the Michigan Department of Education 192,989 717,185 1,013,230 489,034
Passed through Calhoun County Intermediate School District:
Drug Free Schools 062860-0607  84.186A 2,581 - 2,581 1,589 (992)
Drug Free Schools 072860-0708  84.186A 6,310 - - 3,752 3,752
- 2,581 5,341 2,760
Technology Literacy Grant - Data 4 SS 074260-0708 84.318 2,500 - 2,500 4,000 1,500
Total passed through Calhoun County Intermediate School District - 5,081 9,341 4,260
Total U.S. Department of Educatior 192,989 722,266 1,022,571 493,294
Total Federal Programs $ 192,989 1,148,282 3 1,448,587 493,294

1. This schedule is presented on the accrual basis of accounting.

2. Expenditures in this schedule are in agreement with amounts reported in the financial statements and the financial reports submitted with the Michigan

Department of Education.

3. The amounts reported on the Recipient Entitlement Balance (PAL) Report agree with this schedule for USDA donated food commodities.
4. The amounts reported on the R7120 (Grants Section Auditor's Report) reconcile with this schedule.

5. Expenditures include spoilage or pilferage.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

October 28, 2008

Board of Education
Albion Public Schools
Albion, Michigan

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of ALBION PUBLIC SCHOOLS, as of and for the year ended June 30, 2008,
and have issued our report thereon dated October 28, 2008. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Albion Public Schools’ internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Albion Public
Schools’ internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of Albion Public Schools’ internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects Albion Public Schools’ ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the Albion Public Schools’ financial statements that is more than
inconsequential will not be prevented or detected by Albion Public Schools’ internal control. We consider
the deficiency described in the accompanying schedule of findings and questioned costs as items 2008-1 to
be a significant deficiency in internal control over financial reporting.

675 Robinson Road - P.O. Box 449 - Jackson, Ml 49204 - Phone 517.787.6503 - Fax 517.788.8111 - www.rehmann.com
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by Albion Public Schools’ internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies
that are also considered to be material weaknesses. However, we consider the significant deficiency
described above to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Albion Public Schools’ financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of nhoncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain matters that we reported to management of Albion Public Schools in a separate letter dated
October 28, 2008.

Albion Public Schools’ response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. We did not audit Albion Public Schools’ response and,
accordingly, we express no opinion on it.

This report is intended solely for the information and use of the audit committee, management, the Board of

Education, others within the organization, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Kol Fan
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. ] REHMANN ROBSON

Certified Public Accountants

‘ A member of THE REHMANN GROUP

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

October 28, 2008

Board of Education
Albion Public Schools
Albion, Michigan

Compliance

We have audited the compliance of Albion Public Schools with the types of compliance requirements
described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that
are applicable to each of its major federal programs for the year ended June 30, 2008. Albion Public Schools’
major federal programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts
and grants applicable to each of its major federal programs is the responsibility of Albion Public Schools’
management. Our responsibility is to express an opinion on Albion Public Schools’ compliance based on our
audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about Albion Public
School’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on Albion Public Schools’ compliance with those requirements.

In our opinion, Albion Public Schools complied, in all material respects, with the requirements referred to
above that are applicable to its major federal programs for the year ended June 30, 2008.
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Internal Control Over Compliance

The management of Albion Public Schools is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered Albion Public Schools’ internal control over
compliance with the requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but not
for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Entity’s internal control over
compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the District’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the District’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the audit committee, management, the Board of
Education, others within the organization, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

KAt
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ALBION PUBLIC SCHOOLS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2008

SECTION I - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued:
Internal control over financial reporting:
Material weakness(es) identified?

Significant deficiencies identified
not considered to be material weaknesses?

Noncompliance material to financial statements
noted?

Federal Awards
Internal Control over major programs:
Material weakness(es) identified?

Significant deficiencies identified
not considered to be material weaknesses?

Type of auditors’ report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with
Circular A-133, Section 510(a)?

-42-

Unqualified

X yes no

yes _X none reported

yes X _no

yes X _no

yes _ X  none reported

Unqualified

yes _ X no



ALBION PUBLIC SCHOOLS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
FOR THE YEAR ENDED JUNE 30, 2008

SECTION I - SUMMARY OF AUDITORS’ RESULTS (Concluded)

Identification of major programs:

CEDA Number(s) Name of Federal Program or Cluster
84.010 Title |
Dollar threshold used to distinguish
between Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee? yes _ X no

SECTION Il - FINANCIAL STATEMENT FINDINGS

Finding 2008-1 Preparation of Financial Statements in Accordance with GAAP

Criteria:  All school districts are required to prepare financial statements in accordance with generally
accepted accounting principles (GAAP). This is a responsibility of the District’s
management. The preparation of financial statements in accordance with GAAP requires
internal controls over both (1) recording, processing, and summarizing accounting data (i.e.,
maintaining internal books and records), and (2) reporting government-wide and fund

financial statements, including the related footnotes (i.e., external financial reporting)

Condition: As is the case with many smaller and medium-sized entities, the district has historically
relied on its independent external auditors to assist in the preparation of the government-
wide financial statements and footnotes as part of its external financial reporting process.
Accordingly, the District’s ability to prepare financial statements in accordance with GAAP
is based, in part, on its external auditors, who cannot by definition be considered a part of the

District’s internal controls.

Cause: Due to the lack of knowledge, expertise and education relative to preparing GAAP financial
statements possessed by the finance department, management has made the decision that it is
in their best interest to outsource the preparation of its annual financial statements to the
auditors rather than to incur the time and expense of obtaining the necessary training and

expertise required for the District to perform this task internally.

Effect: As a result of this condition, the District lacks internal controls over the preparation of
financial statements in accordance with GAAP, and instead relies, in part, on its external

auditors for assistance with this task.
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ALBION PUBLIC SCHOOLS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Concluded)
FOR THE YEAR ENDED JUNE 30, 2008

SECTION Il - FINANCIAL STATEMENT FINDINGS (Concluded)

View of

Responsible

Officials:  The District has evaluated the benefit of establishing internal controls over the preparation of
financial statements in accordance with GAAP, and determined that it is in the best interests
of the district to outsource this task to its external auditors, and to carefully review the draft

financial statements and notes prior to approving them and accepting responsibility for their
content and presentation.

SECTION |1l - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters were reported

SECTION IV - PRIOR YEAR FINDINGS

Reimbursement requests were based on accurate financial information in the current year, and there is no
deferred revenue at June 30, 2008.

* kK %
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October 28, 2008

Board of Education of
Albion Public Schools

We have audited the financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the Albion Public Schools (the “District”) for the year ended June 30, 2008, and
have issued our report thereon dated October 28, 2008. Professional standards require that we
provide you with the following information related to our audit.

Our Responsibility Under Auditing Standards Generally Accepted in the United States of
America and OMB Circular A-133

As stated in our engagement letter dated July 10, 2008, our responsibility, as described by
professional standards, is to express opinions about whether the financial statements prepared by
management with your oversight are fairly presented, in all material respects, in conformity with
accounting principles generally accepted in the United States of America. Our audit of the financial
statements does not relieve you or management of your responsibilities.

In planning and performing our audit, we considered the District’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinions
on the financial statements and not to provide assurance on the internal control over financial
reporting. We also considered internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133.

As part of obtaining reasonable assurance about whether the District’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit. Also, in accordance with OMB Circular A-
133, we examined, on a test basis, evidence about the District’s compliance with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement applicable to each of its major federal programs for the
purpose of expressing an opinion on the District’s compliance with those requirements. While our
audit provides a reasonable basis for our opinion, it does not provide a legal determination on the
District’s compliance with those requirements.
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Page 2

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you
in our meeting about planning matters on July 10, 2008.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by the are described in Note 1 to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during the year. We noted no
transactions entered into by the governmental unit during the year for which there is a lack of
authoritative guidance or consensus. There are no significant transactions that have been recognized
in the financial statements in a different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates affecting
the financial statements were:

= Management’s estimate of the useful lives of depreciable capital assets is based on the
length of time it is believed that those assets will provide some economic benefit in the
future.

We evaluated the key factors assumptions used to develop these estimates in determining that they
are reasonable in relation to the financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Modify this paragraph if any difficulties were encountered, such as delays in allowing the audit to
commence, delays in providing schedules or information requested, unreasonable deadlines, or lack
of availability of expected information or client personnel. For example, language such as the
following might be included:



Page 3
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level of
management. We proposed no adjusting journal entries as a result of our audit.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that
could be significant to the financial statements or the auditor District’s report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated October 28, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the Entity’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Other Audit Findings or Issues
We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit’s

auditors. However, these discussions occurred in the normal course of our professional relationship
and our responses were not a condition to our retention.

This information is intended solely for the use of the governing body and management of the Albion
Public Schools and is not intended to be and should not be used by anyone other than these
specified parties.

Very truly yours,

Relsanprter



ALBION PUBLIC SCHOOLS
Comments and Recommendations

For the Year Ended June 30, 2008

In planning and performing our audit of the financial statements of the Albion Public Schools as of
and for the year ended June 30, 2008, in accordance with auditing standards generally accepted in
the United States of America, we considered the District’s internal control over financial reporting
(internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the District’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph
and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the District’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the District’s financial statements
that is more than inconsequential will not be prevented or detected by the District’s internal control.
The deficiency we noted that we consider to be significant deficiency is described in the Schedule
of Findings and Questioned Costs in the District’s Single Audit report.

A material weakness is a significant deficiency, or combination of significant deficiencies, that

results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the District’s internal control.

Other Matters

Segregation of Duties

Management is responsible for establishing and maintaining effective internal control over financial
reporting and the safeguarding of the District’s assets. In establishing appropriate internal controls,
careful consideration must be given to the cost of a particular control and the related benefits to be
received. Accordingly, management must make the difficult decision of what degree of risk it is
willing to accept, given the government’s unique circumstances.



ALBION PUBLIC SCHOOLS
Comments and Recommendations (Continued)

For the Year Ended June 30, 2008

As is the case with many organizations of similar size, the District lacks a sufficient number of
accounting personnel in order to ensure a complete segregation of duties within its accounting
function. Ideally, no single individual should ever be able to authorize a transaction, record the
transaction in the accounting records, and maintain custody of the assets resulting from the
transaction. Effectively, proper segregation of duties is intended to prevent an individual from
committing an act of fraud or abuse and being able to conceal it.

Events of recent years have given rise to a heightened awareness of the risks of fraud and abuse,
especially in the governmental environment, where public accountability is at its highest. The
purpose of internal controls is to provide reasonable, but not absolute, assurance that assets are
safeguarded against loss from unauthorized use or disposition, and that transactions are properly
authorized and recorded. Any limitations on the effectiveness of a government’s internal controls
carries with it a greater risk of fraud and abuse.

As stated previously, the establishing and maintaining of internal controls is the responsibility of
management. As the District’s independent external auditors, we are specifically banned by
professional standards from performing any management functions. In other words, the annual audit
is not a part of the District’s internal control structure, and cannot not be relied upon as part of
management’s systems to deter or detect fraud and abuse.

As a result of this condition, the District lacks the proper segregation of duties. While there are, of
course, no easy answers to the challenge of balancing the costs and benefits of internal controls and
the segregation of duties, we would nevertheless encourage management to actively seek ways to
further strengthen its internal control structure by requiring as much independent review,
reconciliation, and approval of accounting functions by qualified members of management as
possible. In certain areas, the District has does require such reviews. However, we noted the
following areas which could be further strengthened with independent review:

. Deposit slip preparation, bank depositing and bank reconciliations functions are completed
by an individual that also has general ledger access and posts all journal entries. To help
strengthen internal controls, we recommend that another individual in the business office
account for the numerical sequence of receipts issued and agree to the related deposit slip,
and to initial and date a cash summary form to document that this step has been done. This
would allow another individual to be part of these key processes.

« Moveable capital asset should be inventoried periodically against the detail records to ensure
that the assets are still on hand and in good condition.



ALBION PUBLIC SCHOOLS

Comments and Recommendations (Concluded)

For the Year Ended June 30, 2008

Currently, for athletic events, a cash summary form is used to summarize cash collected at
the event. In order to provide more accountability, we recommend that the form include a
section for beginning and ending ticket numbers issued, in order for the cash collected to be
compared to the calculated total of the amounts that should have been collected based on
tickets sold, before going to the central office for further processing.

Interbank and wire transfers are completed by the same individual that does bank

reconciliations. We suggest that an individual independent of the bank reconciliation
procedure approve and document this approval on all interbank and wire transfers.

* * * * %
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any combination of: 2 [[] Qualified opinion  3[_] Adverse opinion 4[] Disclaimer of opinion
2. Is a "going concern" explanatory paragraph included in the audit report? 10Yes 2[XINo
3. Is a significant deficiency disclosed? 1XI'yes 2[JNo - SKIP to Item 5
4. Is any significant deficiency reported as a material weakness? 1XIyes 2[JNo
5. Is a material nencompliance disclosed? 10]Yes 2[XINo

PART111_| FEDERAL PROGRAMS (To be completed by auditor)
's yeport include a statement that the auditee’s financial
nts.nclud¢ departments, ggencies, or other organizational units

expending $500,000 or more in f*ederal awards that have separate A-133

audits which are/not included irf this audit? (AICPA Audit Guide, Chapter 12) 1 Yes 2[xINo
2. Whatis t llar threshald t dlstlngws Type A and Type B programs? $ 300,000

(OMB Circul rA 133 0(b)) '
3. Did the auditee quawé W?/é_ .530) 1]Yes 2[XINo
4. Is a significant deficiency discl/!se for any mm_ .510(a)(1)) 1[JYes 2[XINo -SKIP to Item 6
5. Is any significant deficiency repofted for apy major program as a Wmaterial

weakness? (§ ___ .510(a)(1) 10vYes 2[0No
6. Are any known questioned costs report£d’)((§ .510(a)(3) orz(vsk)} 1[Jyves 2XINo
7. Were Prior Audit Findings related to dir nding shown in the Supimayy Schedule of

Prior Audit Findings? (§___ .315(b)) 1[JYes 2[XINo
8. Indicate which Federal agency(ies) have curren audlt findings Iated to direct funding or prior audit findings shown

in the Summary Schedule of Prior Audit Findings related to

98 [] U.S. Agency for Inter-
national Development

10 [ Agriculture

23 ] Appalachian Regional
Commission

11 Commerce
94 [ Corporation for National

39 []
93]
o7 ]
14

General Services Administration
Health and Human Services
Homeland Security

Housing and Urban
Development

and Community Service o3 [] Institute of Museum and
12 ] Defense Library Services
84 ] Education 15 ] Interior
s1[] Energy 16 [] Justice
66 ] Environmental 17 ] Labor

Protection Agency 09 [ Legal Services Corporation Administration

Administration

19[] U.S. Department
of State

20 ] Transportation
21 ] Treasury

v
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